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What Is Social Credit? 


For over 15 years the doctrine of social credit as pro- 
pounded by Major C. H. Douglas and his followers has 
agitated the British public. Recently the social credit advo- 
cates obtained a majority in the Province of Alberta, Can- 
ada, and 17 social credit members have seats in the 
Canadian Parliament. The leader of the social credit 
members in Parliament has indicated that the group, while 
standing by their main doctrine that social credit is the 
remedy for present economic problems, will support a 
measure to establish a government owned central bank, 
even though it does not go far enough to suit them. In the 
meantime Alberta is facing the problem of how to estab- 
lish social credit and a social dividend in the midst of a 
capitalist economy of which it is merely one sector. In the 
United States there appears to be considerable interest in 
the movement. This monograph is published at the re- 
quest of subscribers. 

Although Douglas and his followers recognize that the 
basic difficulty is the lack of coordination between produc- 
tion and consumption, he proposes methods for dealing 
with this problem which are considered heretical both by 
capitalist and socialist economists. It has been contended 
that the scheme has its psychological roots in a distracted 
middle-class which recognizes that capitalism has funda- 
mental defects, but which seeks a panacea that promises 


to coordinate production and consumption “within the con- | 


ditions of capitalist property ownership and production 
for profit.” 


DoucLtas ANALYZES PRESENT CONDITIONS 


In 1933 Douglas declared that the pressure of the world 
crisis following the World War and “the fear that it may 
develop into forms threatening the extinction of civiliza- 
tion, have brought home to large numbers of people in 
every country the instant necessity of finding an explana- 
tion of the paradox of poverty amidst plenty, with its 
accompaniment of social and political stress and strain, as 
well as the urgency of a remedy.”* 

Our approach to this problem, Douglas declares, is 
limited by two important psychological factors which are 
the outgrowth of our educational processes. The “classical 
system” of education lays “the emphasis of any observed 
defects in the social organization on defects in the characters 
of the persons composing the society,” while “determinism” 
based on “inductive natural science” tends “to the opposite 


1C. H. Douglas, Social Credit, Rev. ed, New York, W. W. 
Norton & Company, 1933, p. vi. 


extreme” in holding that “people’s actions, thoughts, and 
morals, are the outcome of more or less blind forces to 
which they are subjected, and in regard to which, both 
censure and praise are equally out of place.” He concludes, 


_ however, that “neither conception is useful without the 


other” and that the more fortunate minority “can have 
powerful and far-reaching consequences,” on environment. 
But before “human ideals can be brought into any effective 
relationship with and control by the great mass of the 
population” they “must be released from the undue pres- 
sure of economic forces.” Furthermore, he believes, “it is 
not an unfair description of the situation to say that those 
persons who in the main are anxious for changes in the 
social structure are powerless to effect them, while persons 
more favorably situated to bring them about, are rarely 
anxious to do so. There is not much difference in the 
‘heart’ of the two descriptions of person; the difference in 
behavior arises from the fact that one is reasonably satis- 
fied with his lot, the other is not.’’? 


This “is a practical problem of the first importance” 
because “at every step it is complicated in the practical 
world by the interjection of so-called moral issues.” The 
classical and moral theory of society also stresses rewards 
and punishments upon which “the whole of the industrial, 
legal, and social system of the world rests for its sanctions.” 
The practical consequence of this is seen in connection 
with the “increasing dissatisfaction with the results of the 
productive and distributive systems.” People want more 
goods, more leisure and “they are increasingly convinced 
that it is not anything inherent in the physical world which 
prevents them from attaining their desires; yet captains 
of industry favorably situated for the purpose of estimating 
the facts, are almost unanimous in demanding a moral basis 
for the claim put forward. That is to say, those persons 
whose activities at the present time are chiefly concerned 
with restricting the output of the economic machine to its 
lowest limit, while yet asking each individual to produce 
more, are determined that not even the over-spill of pro- 
duction shall get into the hands of a semi-indigent popula- 
tion, without some equivalent of what is called work, even 
though the work may still further complicate the problem 
with which these industrial leaders are concerned.””* 


These quotations from Douglas are highly important as 
a basis of understanding his attitudes in making his far- 
reaching proposal for balancing production and consump- 


tion. 
2 Ibid., pp. 5-9. 
8 Tbid., pp. 10, 11-12. 
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To those who wish to know what it is that keeps the 
mass of people from having the goods the economic system 
is able to provide, Douglas replies that it is due to the way 
money and credit are controlled and manipulated in a 
capitalistic society devoted to creating “values” by restrict- 
ing supply so that it is less than demand. This is “sabot- 
age” and “is one of the most widespread features of our 
civilization.” Thus the solutions of present economic 
problems, he declares, “turn on the removal of the limita- 
tions to the distribution of wealth,” but, as we shall see, in 
the way he advocates. 


To him money is not standard or measure of value. 
Rather “the proper function of a money system is to fur- 
nish the information necessary to direct the production and 
distribution of goods and services. It is, or should be, an 
‘order’ system, not a ‘reward’ system.” As such “it is 
essentially a mechanism of administration, subservient to 
policy, and it is because it is superior to all other mechan- 


is so immensely important.” 

Since the “gap between demand and supply has nothing 
to do with the ability of the production and industrial 
system to meet the calls which are made on it,” he concludes 
that this gap can be attributed to the functioning of the 
financial system which does not provide those who want 
gpa and services with purchasing power to buy them. 

e insists that purchasing power is not only unsatisfac- 
torily distributed but that, “in its visible forms, it is col- 
lectively insufficient,” in other words, insufficient in supply. 


Douctas REMEDY 


These views are a part of the basis of his scheme for the 
declaration of a national dividend to make up what he 
considers is a deficiency in purchasing power. When he 
was asked how he would apply his scheme he drew up a 
draft plan for Scotland. First he would place a money 
valuation on the capital assets of Scotland, including “land, 
roads, bridges, railways, canals, buildings, drainage and 
water schemes, minerals, semi-manufactured materials. 
No distinction between public and private property. Re- 
placement values to be used where the property is in use.” 
To this sum he would add the “commercial capitalized 
value of the population. Such a figure exists and varies 
with the actuarial expectation of life and the plant capacity 
of the country, and is something like £10,000 for a citizen 
of the United States at the age of twenty-five.” (The 
reference to the United States is based on an estimate of 
the “commercialized value” of an individual 25 years of 
age given in an actuarial report of the Metropolitan Life 
Insurance Company of New York. In arriving at this 
value of the population it is supposed that such factors as 
“earning capacity, value of production, value as consumers” 
entered into the estimate, or “broadly, the value can be 
termed ‘replacement value’,” indefinite as that may be.) 
He assumes that “financial credit to any equivalent” of 
this grand total “can be created by any agency such as a 
Scottish Treasury empowered by the Scottish people.” 

As an initial dividend Douglas selects one per cent of 
the sum of the total national assets and the “commercial 
capitalized value of the population.” He estimates that 
this will exceed £300 per year per family. He hastens to 
add that “it will be clearly understood that no interference 
with existing ownerships, so called, is involved in such 
a proceeding.” The dividend would be paid monthly by 
“a draft on the Scottish government credit, through the 
Post Office and not through the banks.” However, no indi- 
vidual would receive the dividend whose net income “for 


isms of administration, that the money control of the world - 


personal use, from other sources, is more than four times 
. . . the national dividend,” which would be “tax-free in 
perpetuity.” 

When the national dividend is declared a discount of 
25 per cent on retail prices for initial purposes will be 
established. Major Douglas declares that “it is important 
that the figure should not be less than 25 per cent, and it 
might reasonably be higher.” The purpose of this is to 
provide the public with enough purchasing power to make 
up the deficiency between prices and costs by enabling pro- 
ducers to reduce their prices 25 per cent or more. By this 
means he expects to assist both the purchasers and the 
producers who would be able to sell at less than cost prices, 
as he conceives them, and whose turnover would increase 
and whose business would expand. 

All business enterprises which wished to come under this 
“assisted price scheme” would have to register. As a con- 
dition of registering they would have to reveal their “‘aver- 
age profit on turnover” and agree to maintain their prices, 
“as far as practicable,” at a level “to include such average 
profit, where this is agreed as equitable for the type of 
business concerned (the suitable profit being, of course, 
largely dependent on the velocity of turnover). Under- 
takings unable to show a profit after five years’ operation 
to be struck off the register.” 

Registered businesses would be authorized “‘to issue with 
sales to the ultimate consumer” a receipted account which 
he would deposit with his bank and his account would be 
credited with “the discount percentage of the amount of 
such account.”” The banks would be reimbursed by a Scot- 
tish Treasury credit for the total of the sums credited as 
consumer discounts and would be allowed to charge “an 
equitable sum” for their services. Unregistered businesses 
would not be allowed to issue receipted accounts “with the 
result that their prices will be 25 per cent, at least, higher 
than those of registered firms.” 

Wage rates would be reduced “25 per cent where such 
reduction does not involve a loss to the wage-earner ex- 
ceeding 20 per cent of the sums received in the form of 
national dividend. The wage rates ruling in 1928 to be 
— as the basis against which the reduction would be 
made.” 

The idea behind this provision for reducing wages is 
that the national dividend should progressively take the 
place of wages and salaries. Since labor costs increasingly 
constitute a diminishing fraction of value produced, because 
machine production requires less labor at the same time 
that it vastly increases the product both in the mass and 
per man, the wage system therefore increasingly fails as 
a method of distribution of income. Furthermore, lower 
labor costs help to decrease the cost of production and 
facilitate more production. But wage workers must have 
jobs and purchasing power to buy the products they make. 
Any decrease in wages therefore must be more than made 
up by the national dividend if the workers are to share 
in the returns of any increasingly efficient economic system. 

Although Douglas has much to say in opposition to 
rewards and punishments as a means of obtaining con- 
formity to social regulations, he provides that “any trade 
union violating a wage agreement to render its membership 
liable to suspension of national dividend, and any em- 
ployers’ organization committing a similar offence, to be 
liable to suspension of price assistance or wage reduction.” 
Furthermore, for a period of five years after the initiation 
of the scheme any individual who refuses “to accept em- 
ployment in whatever trade, business, or vocation he was 
classified in the last census, under conditions recognized 
as suitable to that employment (unless exempted on a 
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medical certificate), will render such individual liable to 
suspension of benefit in respect of the national dividend.” 

Under his scheme taxation “of specific articles or specific 
forms of property” would be abolished. He insists that any 
necessary taxation should be in the form of a non-gradu- 
ated tax on net income or a percentage tax of the value of 
sales, or both. 


CRITICISMS OF THE SCHEME 


The experience of modern nations has shown that a 
graduated tax on net incomes in an attempt to tax in pro- 
portion to ability to pay is the fairest form of taxation ever 
devised. A flat rate of taxation on net incomes or a flat 
rate on sales places a disproportionate burden on the lower 
incomes. 

The critics of Douglas point to the absurdity of trying 
to place a money value on all national assets, public and 
private, because most of them are not in the market for 
sale and an attempt to value them on the basis of original 
cost or cost of reproduction would result in wide margins 
of error. His proposal to add to the value of national 
assets the “commercial capitalized value of the population” 
is regarded as still more absurd. If the base which he 
advocates would be an exaggerated one, it is not likely that 
a percentage of the base arbitrarily selected would furnish 
a national dividend which would be a close approximation 
to the deficiency in purchasing power about which he is 
concerned. 

Furthermore, the critics point out that national income 
consists not only of wages, salaries, interest, profits, and 
rent but also of satisfactions obtained from use of public 
facilities and services. Many who obtain their incomes 
from salaries, interest, rent and dividends have so much 
above their expenditures for necessities and luxuries that 
great savings accumulate. How much of these savings 
will be invested each year in more productive equipment 
is a matter for decision by those who have them. The 
construction of more productive equipment entails the pur- 
chasing of materials and the payment of wages and salaries 
and the making of profits by enterprisers. Savings thus 
used therefore play a large part in balancing production 
and consumption. But investments extend ownership and 
increase income for those who already have more than they 
need. If relatively too much of the national income is used 
to create productive equipment the time comes when the 
owners of it cannot find a market for the goods it can pro- 
duce because the great mass of small income recipients 
do not have enough purchasing power. 

Another factor than the maldistribution of income ac- 
counts for this result. The period of “prosperity” in a 
capitalist system is marked by a rise in prices, and wages 
and salaries lag behind prices. Thus wage and salaried 
workers cannot buy as much with their earnings. This 
frequently results in an industrial crisis, depression and 
vast unemployment. If government steps in to “prime 
the pump” by borrowing and expending money for public 
works and relief, those with savings find a market for them 
in government securities. The time comes, however, when 
the government must either repudiate its debts or tax 
sufficiently to amortize its bonds. If those with large in- 
comes are taxed in proportion to their ability to pay they 
help to pay the debts owed them by the government, unless 
they are allowed to invest in tax free government securities. 

Others contend that Douglas, in his concern about the 
fact that not enough is paid out in wages, salaries and 
dividends to buy consumption goods, fails to see that a 
balance between production and consumption cannot be 
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maintained unless income is more equitably distributed. 
Neither can he “keep production costs below value, leaving 
a surplus for owners, and at the same time distribute money 
wages equal to total value. Wages representing produc- 
tion costs must always be [in the capitalist system] less 
than the value they create.” Furthermore, if “the capitalist 
class . . . handed out money claims equal to the entire 
value of the annual production” they “would have no sur- 
plus left for themselves.”* Thus “Douglas believes that 
profits can be annually re-invested without overproduction 
and that planned capital expansion alongside planned con- 
sumption is unnecessary.” But “it is obvious that the 
only conceivable conditions under which the surplus will 
be distributed among the actual producers is when these 
producers are themselves the owners of the apparatus of 
production.” 

His critics also insist that the plan to issue purchasing 
power in the form of a national dividend would result in 
undue inflation. Although the first effect of an issue of 
new money might be an impetus to greater industrial activ- 
ity, they point out that printing money does not increase 
production and consumption because money is primarily 
a medium of exchange. Banks issue credit (make loans) 
because business men see an opportunity to make profit by 
expanding their activities. But repayment of the loans 
involves saving, and payment of interest on the loans re- 
quires the business men to share their earnings with the 
banks. The banks like other business organizations dis- 
tribute their earnings in wages, salaries, and dividends, 
and bank charges are necessary if banks are to function 
as private institutions. Thus purchasing power in the 
form of money and credit is merely a means of facilitating 
business transactions. The amount of purchasing power 
needed depends on the velocity of its circulation as well 
as on the volume of business done. They conclude, there- 
fore, that putting more purchasing power into existence 
than is needed will result in inflation. But banks do not 
like a high degree of inflation any more than others do 
because inflation means that the purchasing power of every- 
body buys less. The only people who are able to profit 
temporarily by inflation are those whose profits increase 
faster than prices. A certain amount of inflation always 
takes place with the upward swing of the business cycle, 
but the danger always is that it will get out of hand and 
bring collapse in its wake. Inflation due to the issue of 
unnecessary purchasing power is regarded by certain 
economists as very difficult, if not impossible, to control. 

Since Douglas would leave the capitalist system intact 
his critics conclude that “the issue of discount vouchers 
to the extent of 25 per cent in conjunction with the dis- 
tribution of national dividends must result in colossal in- 
flation that will defeat the whole object of the scheme, the 
chief flaw being the inability to restrict the price-fixing of 
producers and organizations other than vendors of ulti- 
mate consumable goods.”* They also point out that “there 
can be no readjustment of distribution without dealing 
with property claims. While the rate of profit is declining, 
the total amount of profit is enormous and it is this annual 
accumulation of capital which, so long as it maintains its 
present dimensions, must maintain an unbalanced division 
of the national dividend leading to overproduction and 
underconsumption.”® 

One critic has characterized the Douglas scheme as 


Douglas Fallacies, London, Chapman & Hall, Ltd., 
Pp. ! 

5 Frederick Joseph Docker, Douglas Delusions, Sidney, N.S.W., 
Angus & Robertson, 1933, p. 215. 

6 Lewis, op. cit., p. 130. 
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“another form of twilight sleep for the new social order. 
Those who have not the courage to face realities can re- 
treat gracefully into the mazes of currency reform. That 
is the only reason for its popularity. ... By blaming finance 
for everything wrong with the economic system, capitalist 
industrialism is acquitted without a stain on its character. 
. . . Finance as a matter of fact has served industrialism 
well. Since bankers make all their money by financing 
business, how could it be to their interest to stultify it? 
Actually most big bankers are also industrialists ; there is 
no hard and fast division between financiers and industrial- 
ists today.”” 


Recent Pamphlets 


Peace in Party Platforms. By William T. Stone. New York, 
—— Policy Association, 1936. 25 cents paper; 35 cents 
oard. 

Number four in the Headline Books series (See INFORMATION 
Service of December 14, 1935, and April 4, 1936, for a description 
of earlier issues) considers in very popular form the problem 
America’s foreign policy. It points out the most salient facts in 
the present world situation, America’s traditional foreign policy 
and that which it has been following in recent years. It then 
sketches three possible types of policy which America might fol- 
low: political isolation and economic expansion, international co- 
operation, and “keep-out-of war” policy, and the probable results 
to be expected from anyone of these policies. Like the earlier 
volumes in the series, Peace in Party Platforms is planned for the 
reader who would find even relatively popular discussions of for- 
eign affairs too difficult, but the better-informed reader need not 
shun it for that reason. 


We Militarize. By Oswald Garrison Villard. New York, 
—— on Militarism in Education (2929 Broadway), 
. Free. 


This is reprinted from the Atlantic Monthly for February. Mr. 
Villard summarizes the data showing the increase in the numbers 
of army officers, reserve officers, and men, and the increased ap- 
propriations for the army and navy. He questions both the ac- 
tual efficiency of the army and navy and whether “this whole 
procedure is compatible with American traditions... ?” He feels 
that “we have completely swung away from our old American 
opposition to militarism and large military forces,” and that “arm- 
ing is becoming identical with increased worship of the state and 
the inculcation of the cult of nationalism which has reached its 
finest flower in Italy and Germany.” 


“Three of Us.” By Edwin R. Meiss. New York, Coopera- 
tive Publishers (105 East 22nd Street), 1936. 25 cents. 
This is a play for amateur use dramatizing the problems of race 
and religious prejudice. It describes the experiences of a Jew, 
a Catholic, and a Protestant, their friendship during the war an 
the difficulties they face after the war when they lose jobs because 
of prejudice, although their competence is recognized. 


Nazi Germany’s Latest Anti-Jewish Measures. New York, 
American Jewish Committee (171 Madison Ave.), 1936. 
The American Jewish Committee publishes from time to time 
bulletins on the treatment of Jews in Nazi Germany. This six- 
page mimeographed statement reprints the text of the recent Ger- 
man laws on the German flag, on “German citizenship,” and “for 
the protection of German blood and German honor.” It also re- 
prints the decree of the Reichsminister of Education requesting 
the creation of separate schools for Jews and non-Aryans, sum- 
marizes a number of recent court decisions upholding Nazi doc- 
trines of race, and also decrees in various communities to make 
life of Jews more difficult. 


Christianity and the Cooperatives. By Benson Y. Landis, 
New York, Council for Social Action (287 Fourth Ave.), 
1936. 10 cents; special rates for quantities. 

The March 15 issue of Social Action is an interpretation of the 
cooperative movement for Christians. Many religious leaders have 
come to believe that “religion should supply the motivation of 
brotherhood, cooperatives its technique.” Cooperative principles 


T Ibid, pp. 127-128. 


Printed in 


are briefly summarized and a number of types of cooperatives are 
described, with chief emphasis on developments in the United 
States. A number of religious leaders, organizations and periodi- 
cals are quoted as standing for the cooperative movement. Sug- 
gestions are made for the activities of individuals and groups. A 
brief bibliography is appended. 


A_ Review of Modern Housing in Europe. By Eugene 
Weston, Jr., Los Angeles, Los Angeles Chamber of Commerce, 
1936. Mimeographed. 


A brief account of the housing projects which have been carried 
on in Europe in recent years, particularly in England, Stockholm 
and Helsingfors. 


The Dangerous Year. By Raymond Leslie Buell. New ae 
' Foreign Policy Association (8 West 40th Street), 1936. 
cents. 
This is Number 2 of Foreign Policy Pamphlets. Dr. Buell, 
resident of the Foreign Policy Association, spent several months 
in Europe last fall. In this pamphlet he describes conditions as he 
found them. He concludes “in Europe, Germany and Italy are 
threatening to overthrow the status quo; Japan has already done 
so in the Orient; tension between the Soviet Union, on the one 
hand, Nazi Germany and militarized Japan, on the other, appears 
to be growing. It seems not impossible that eventually Germany, 
Italy and Japan may form an alliance to dominate the world. 
“Opposed to the dictatorship are the three great democracies— 
confused, uncertain, pacifist. Unable to acquiesce in the expansion 
of the dictatorships, they have been unwilling seriously to challenge 
them.” Material conditions are “far better” in the democracies 
than in the dictatorships. The “resurrection” of the League of 
Nations was due to “the power of public opinion.” Fascism is 
“definitely on the defensive in both Germany and Italy.” There 
have been definite economic improvement in some countries, and 
political improvement in some governments. But “the questions 
of war or peace, recovery or revolution, still hang in the balance.” 


Doom and Dawn. By Reinhold Niebuhr and Sherwood 
Eddy. New York, Eddy and Page (347 Madison Ave.), 
1936. 15 cents per copy; special rates for quantities. 


This is Number 22 of the well-known World Problem Series 
issued by Eddy and Page. Reinhold Niebuhr, well-known writer 
and speaker on Christian sociology, discusses “The Anarchy of 
the World.” He considers political and economic anarchy, and 
points out that “the most perfect mechanism of social justice and 
the most equalitarian social structure will-not eliminate the possi- 
bility of social conflict which arises from envy, jealousy and the 
love of power.” No matter how just a society we may build “a 
vital and prophetic religion” will still be needed. While such a 
religion does not “abolish all conflict in human history,” “it miti- 
gates every conflict by making men conscious of their creature- 
liness and finiteness.” Sherwood Eddy treats briefly the interna- 
tional situation and the results of capitalism. He concludes that 
there must be “genuine repentance, both personal and social,” a 
“real dynamic religion for motivation and drive,” and “a concerted 
effort” to build a new and better social order. But the “immediate, 
imperative duty is to unite all idealists and realists, pacifists and 
pragmatists, to stop war and to make peace.” 


Christianity on the Nazi Cross. New York, Labor Chest for 
Relief and Liberation of Workers (3 West 16th St.), 1936. 
An account of the “persecution” of the Roman Catholic Church 

in Germany today. It includes a number of documents from Catho- 

lic sources and a list of priests and members of religious orders 

who have been arrested and fined or imprisoned for offences rang- 

os from violation of the currency regulations to criticism of 
azi views. 


Russia’s Religious Future. Paris, “Life in Soviet Russia,” 
1935. 25 cents. Obtainable from Morehouse Publishing 
Co., 14 East 41st St.. New York. 

This is No. 10 of the series, Life in Soviet Russia, prepared by 
the Russia Orthodox Theological Institute and the Russian Student 
Christian Movement Abroad. It presents a survey of “Russia’s 
religious future,” including a statement of the efforts toward reform 
in the Russian Church before the Revolution and of the position 
taken by the church in the early years of the Revolution. More 
than half of the pamphlet is devoted to a collection of documents 
both from Soviet sources and from the Orthodox authorities on 
the status of religion and on the attitude of the church. 
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